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; 1850 M Street, NW, Suite 1100
% Sprlnt Washington, DC 20036
Telephone: (202) 828-7452
Fax: (202) 822-8999

Warren D. Hannah
Director, Federal Regulatory Relations
United and Central Telephone Companies

EX PARTE

January 25, 1995 RECEIVED

Mr. William F. Caton AN 2 5 1995
Acting Secretary »
Federal Communications Commission FEDERAL COMMUNICATIONS GUMMISIIUN
Room 222 OFFICE OF SECRETARY

1919 M Street, N.W.
Washington, D.C. 20554

RE: In the Matter of Price Cap Performance Review for Local
Exchange Carriers, CC Docket No. 94-1

Dear Mr. Caton:

Today, at the request of Common Carrier Bureau staff
members, representatives of Sprint Corporation met with Mark
Uretsky and Alexander Belinfante of the Common Carrier Bureau.
Information on the attached pages relative to CC Docket No. 94-1
was discussed. The information contained on the attached pages
was used to perform calculations of the Commission’s price cap
form of regulation using various productivity election amounts
and various sharing ranges and amounts. Information on the
attached pages is strictly hypothetical.

Representing Sprint Corporation were Warren Hannah, Jim
Sichter and Pete Sywenki. Sprint requests that this information
be made a part of the record in this matter. Two copies of this
letter in accordance with Section 1.1206(a) (1) is provided for
this purpose. If you have any questions, please feel free to
call.

Sincerely,

Ottt

Warren D. Hannah
Attachments
cc: Mr. Mark Uretsky, FCC, Washington, D.C.

Mr. Alexander Belinfante, FCC, Washington, D.C.
Mr. Jim Sichter, SUMC, Westwood, KS

Mr. Pete Sywenki, SUMC, Westwood, KS
Mr. Jay Keithley, SUMC, Washington, D.C. No. of G iesrec’d_&g
t E

List ABC




RECEIVED

SUMMARY RORS
AN 2 5 1995
COMMESSION
ASSUMPTIONS: mw EW:TW
YR1 YR2 YR3 YR4 YRS
Company productivity %
Operating expenses 0.043 0.043 0.043 0.043 0.043
Investment 0.043 0.043 0.043 0.043 0.043
Demand Growth % 0.05 0.05 0.05 0.05 0.05
Inflation 0.03 0.03 0.03 0.03 0.03
Sharing/productivity matrix
productivity: 0.033 0.043 0.053
Sharing Zone 1 0.1225 0.1325 0.1425
Sharing level 1 0.5 0.5 0.5
Sharing Zone 2 0.1625 0.1725 0.1825
Sharing level 2 1 1 1
LFAM 0.1025 0.0925 0.0825
PRESHARING ROR YRO YR1 YR2 YR3 YR4 YRS 5 YRAVG
LOW PROD
W/O ADDBK 11.26% 11.66% 12.06% 12.48% 12.78% 13.05% 12.25%
W/ADDBK 11.25% 11.66% 12.06% 12.48% 12.89% 13.30% 12.32%
MIDDLE PROD
W/O ADDBK 11.25% 11.25% 11.25% 11.25% 11.25% 11.25% 11.25%
W/ADDBK 11.25% 11.25% 11.26% 11.25% 11.25% 11.25% 11.25%
HIGH PROD
W/O ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%
W/ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%
POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YRS
LOW PROD
W/0 ADDBK 11.25% 11.66% 12.06% 12.36% 12.63% 12.91% 12.18%
W/ADDBK 11.25% 11.66% 12.06% 12.36% 12.57% 12.78% 12.14%
MIDDLE PROD
W/OADDBK 11.28% 11.25% 11.25% 11.26% 11.25% 11.25% 11.25%
W/ADDBK 11.25% 11.256% 11.25% 11.25% 11.25% 11.25% 11.258%
HIGH PROD .
W/O ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%

W/ADDBK 11.25% 10.84% 10.44% 10.05% 9.65% 9.26% 10.21%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR O

$0.10000
1,000,000
100,000

150,000
71,875
11,250

16,875
11.25%

102,500
112,500

oNeoloNe]

11.26%

$0.10000
100,000

100,000
11,250

16,875
11.26%

102,500
112,500

[eNoNeoNe]

11.26%

LOW PRODUCTIVITY OPTION

YEAR 1 YEAR 2 YEAR 3
$0.09970 $0.08940 $0.09810
1,050,000 1,102,500 1,157,625
104,685 109,589 114,724
156,453 161,103 166,959
74,488 77,195 80,001
12,079 12,958 13,889
18,118 19,437 20,833
11.66% 12.06% 12.48%
106,226 110,087 114,089
116,689 120,827 125,219
0 0 635
0 0 317
0 0 0
0 0 317
11.66% 12.06% 12.36%
$0.09970 $0.09940 $0.09910
104,685 109,589 114,724
0 0 0
104,685 109,589 114,724
12,079 12,958 13,889
18,118 19,437 20,833
11.66% 12.06% 12.48%
106,226 110,087 114,089
116,588 120,827 125,219
0 0 635
0 0 317
0 0 0
0 0 317
11.66% 12.06% 12.36%

YEAR 4

$0.09853
1,215,506
119,765

173,028
82,909

14,742
22,114
12.78%

118,236
129,771
1,529
765

0

765

12.63%

$0.09853
119,765
317
120,083

14,869
22,304
12.89%

118,236
129,771
1,847
923

0

923

12.57%

YEAR §

$0.09788
1,276,282
124,921

179,318
85,923

15,599
23,399
13.05%

122,534
134,488
2,387
1,194

0

1,194

12.91%

$0.09775
124,755
923
125,678

15,902
23,853
13.30%

122,534
134,488
3,144
1,672

0

1,672

12.78%

5 YR AVG

12.25%

12.18%

12.32%

12.14%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR O

$0.10000
1,000,000
100,000

150,000
71,875
11,250

16,875
11.25%

105,000
115,000

(oNoReoNe

11.26%

$0.10000
100,000
0
100,000

11,250
16,875
11.25%

105,000
115,000

(o e Ne e

11.25%

MIDDLE PRODUCTIVITY OPTION

YEAR 1 YEAR2  YEARS
$0.09870 $0.09742 $0.09615
1,050,000 1,102,500 1,157,625
103,635 107,402 111,306
155,453 161,103 166,959
74,488 77,195 80,001
11,659 12,083 12,522
17,488 18,124 18,783
11.26% 11.25% 11.25%
108,817 112,772 116,872
119,180 128,512 128,002
0 0 0
0 0 0
0 0 0
0 0 0
11.25% 11.25% 11.256%
$0.09870 $0.09742 $0.09615
103,635 107,402 111,306
0 0 0
103,635 107,402 111,306
11,659 12,083 12,522
17,488 18,124 18,783
11.25% 11.25% 11.25%
108,817 112,772 116,872
119,180 123,512 128,002
0 0 0
0 0 0
0 0 0
0 0 0
11.25% 11.25% 11.25%

YEAR 4

$0.09490
1,215,506
115,352

173,028
82,909
12,977

19,466
11.28%

121,120
132,655

[eNeoNoNe

11.25%

$0.09490
115,352
0
115,362

12,977
19,466
11.25%

121,120
132,655

e NoReNe

11.25%

YEAR 5

$0.09367
1,276,282
119,545

179,318
85,923
13,449

20,173
11.28%

125,522
137,477

OO0O0O0

11.25%

$0.09367
119,545
0
119,545

13,449
20,173
11.25%

125,522
137,477

(o NelNeoNo

11.26%

5 YR AVG

11.28%

11.25%

11.25%

11.25%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR O

$0.10000
1,000,000
100,000

150,000
71,875
11,250

16,875
11.25%

107,500
117,500

e NoloNe]

11.25%

$0.10000
100,000

100,000
11,250

16,875
11.25%

107,500
117,500

OO0OO0O0

11.26%

HIGH PRODUCTIVITY OPTION

YEAR 1 YEAR 2 YEAR 3
$0.09770 $0.09545 $0.09326
1,050,000 1,102,500 1,157,625
102,685 105,237 107,957
155,453 161,103 166,959
74,488 77,195 80,001
11,239 11,217 11,182
16,858 16,825 16,774
10.84% 10.44% 10.05%
111,408 115457 119,654
121,771 126,198 130,785
0 0 0
0 0 0
0 0 0
0 0 0
10.84% 10.44% 10.05%
$0.09770 $0.09545 $0.09326
102,685 105,237 107,957
0 0 0
102,585 105287 107,957
11,239 11,217 11,182
16,858 16,825 16,774
10.84% 10.44% 10.05%
111,408 115457 119,654
121,771 126,198 130,785
0 0 0
0 0 0
0 0 0
0 0 0
10.84% 10.44% 10.05%

YEAR 4

$0.08111
1,215,506
110,748

173,028
82,909
11,135

16,703
9.65%

124,004
135,539

OO0O0OO0O

9.65%

$0.09111
110,748
0
110,748

11,135
16,703
9.65%

124,004
135,539

e oo Ne]

9.65%

YEAR 5

$0.08902
1,276,282
113,611

179,318
85,923
11,075

16,613
9.26%

128,511
140,466

e NeoNeNeo

$0.08902
113,611
0
113,611

11,075
16,613
9.26%

128,511
140,466

(o NoloNe

9.26%

5 YR AVG

10.21%

10.21%

10.21%

10.21%



SUMMARY RORS
ASSUMPTIONS:
YRt YR2
Company productivity %
Operating expenses 0.063 0.083
investment 0.063 0.063
Demand Growth % 0.056 0.05
inflation 0.03 0.03
Sharing/productivity matrix
productivity: 0.033 0.043
Sharing Zone 1 0.1225 0.1325
Sharing level 1 0.5 0.5
Sharing Zone 2 0.1625 0.1725
Sharing level 2 1 1
LFAM 0.1025 0.0925
PRESHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 12.49% 13.65%
W/ADDBK 11.258% 12.49% 13.76%
MIDDLE PROD
W/O ADDBK 11.26% 12.08% 12.92%
W/ADDBK 11.25% 12.08% 12.92%
HiGH PROD
W/O ADDBK 11.28% 11.86% 12.08%
W/ADDBK 11.25% 11.66% 12.08%
POSTSHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 12.37% 13.07%
W/ADDBK 11.25% 12.37% 13.01%
MIDDLE PROD
W/OADDBK 11.25% 12.08% 12.92%
W/ADDBK 11.25% 12.08% 12.92%
HIGH PROD
W/O ADDBK 11.28% 11.66% 12.08%
W/ADDBK 11.256% 11.66% 12.08%

YR3

0.063

0.063
0.05

0.03

0.053
0.1425

0.5
0.1825

0.0825

YR3

14.37%
15.05%

13.78%
13.78%

12.50%
12.50%

YR3

14.00%
13.85%

13.62%
13.52%

12.50%
12.50%

YR4
0.063
0.063

0.05

0.03

YR4

15.34%
16.37%

14.39%
14.65%

12.93%
12.93%

YR4

14.84%
14.26%

14.08%
13.95%

12.93%
12.93%

YRS
0.063
0.063
0.05
0.03
YRS 5 YR AVG
16.23% 13.93%
17.71% 14.50%
14.97% 13.27%
15.52% 13.41%
13.36% 12.32%
13.36% 12.32%
YRS
15.76% 13.59%
14.26% 13.16%
14.67% 13.12%
14.39% 13.04%
13.36% 12.32%
13.36% 12.32%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR O

$0.10000
1,000,000
100,000

150,000
71,875

11,280
16,875
11.25%

102,500
112,500

$0.10000
100,000
0
100,000

11,260
16,875
11.256%

102,500
112,500

(= NoNolNe

11.25%

LOW PRODUCTIVITY OPTION

YEAR 1 YEAR2  YEAR3
$0.08970 $0.00011 $0.08747
1,060,000 1,102,500 1,157,625
104,685 109,268 112,834
162,303 154,640 157,014
72,978 74,098 75,236
12,683 14,068 15,039
19,024 21,102 22,559
12.49% 13.656% 14.37%
104,073 105,671 107,293
114,227 115,980 117,761
612 3,597 5,541
306 1,799 2,771
0 0 0
306 1,799 2,7
12.37% 13.07% 14.00%
$0.00970 $0.09911 $0.09733
104,685 109,268 112,674
0 306 1,862
104,685 109,574 114,625
12,683 14,190 15,756
19,024 21,285 23,634
12.49% 13.76% 15.05%
104,073 105,671 107,293
114,227 115980 117,761
612 3,903 7,332
306 1,962 3,666
0 0 0
306 1,952 3,666
12.37% 13.01% 13.65%

YEAR 4

$0.09639
1,215,506
117,162

169,424
76,391

16,308
24,462
15.34%

108,940
119,568
8,222
4,111

0

4,111

14.84%

$0.09561
116,216
3,666
119,882

17,397
26,096
16.37%

108,940
119,568
10,942
5,314
314
5,628

14.25%

YEAR 5

$0.09508
1,276,282
121,355

161,871
77,563

17,517
26,275
16.23%

110,612
121,404
10,743
5,371

0

5,371

15.76%

$0.09381
119,722
5,628
125,350

19,115
28,672
17.71%

110,612
121,404
14,738
5,396
3,946
9,342

14.26%

5 YR AVG

13.93%

13.59%

14.50%

13.16%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR 0

$0.10000
1,000,000
100,000

150,000
71,875

11,260
16,875
11.26%

105,000
115,000

$0.10000
100,000
0
100,000

11,250
16,875
11.26%

105,000
115,000
0
0
0
0

11.28%

MIDDLE PRODUCTIVITY OPTION

YEAR 1 YEAR2 YEAR3
$0.09670 $0.00742 $0.09615
1,050,000 1,102,500 1,167,825
103,636 107,402 111,306
152,303 154,640 157,014
72,978 74,088 75,236
12,263 13,321 14,428
18,394 19,982 21,642
12.08% 12.92% 13.78%
106,612 108,248 100,910
116,765 118,588 120,377
0 0 1,396
0 0 696
0 0 0
0 0 698
12.08% 12.92% 13.52%
$0.08670 $0.09742 $0.09615
103,635 107,402 111,306
0 0 0
103,635 107,402 111,306
12,263 13,321 14,428
18,384 19,962 21,642
12.08% 12.92% 13.78%
106,612 108,248 109,910
116,765 118,568 120,377
0 0 1,396
0 0 698
0 0 0
0 0 698
12.08% 12.92% 13.52%

YEAR 4

$0.09430
1,215,506
114,619

159,424
76,391

15,291
22,937
14.39%

111,597
122,225
3,022
1,511

0

1,611

14.08%

$0.09430
114,619
698
115,317

15,671
23,356
14.65%

111,597
122,225
3,720
1,860

0

1,860

13.95%

YEAR 5

$0.00242
1,276,282
117,954

161,871
77,563

16,156
24,234
14.97%

113,310
124,101
4,644
2,322

0

2,322

14.67%

$0.09213
117,587
1,860
119,447

16,754
25,130
15.52%

113,310
124,101
6,137
3,069

0

3,069

14.39%

5 YRAVG

13.27%

13.12%

13.41%

13.04%



WITHOUT ADDBACK

PRICE
DEMAND
BILLED REVENUES

INVESTMENT
OPERATING EXP

INCOME TAXES
RETURN
ROR

SHARING
REV REQ, LEVEL 1
REV REQ LEVEL 2
REV >LEVEL 1 ROR
LEVEL 1 SHARING
LEVEL 2 SHARING
TOTAL SHARING

POSTSHARING ROR

WITH ADDBACK

PRICE

BILLED REVENUES
ADDBACK REVENUES
REVENUES W/ADDBK

INCOME TAXES
RETURN
ROR W/ADDBACK

SHARING W/ADDBK
REV REQ, LEVEL 1
REV REQ LEVEL 2

REV >LEVEL 1 ROR

LEVEL 1 SHARING

LEVEL 2 SHARING

TOTAL SHARING

POSTSHARING ROR

YEAR O

$0.10000
1,000,000
100,000

150,000
71,875

11,250
16,875
11.28%

11.26%

$0.10000
100,000
0
100,000

11,250
16,875
11.25%

107,500
117,500

0000

HIGH PRODUCTIVITY OPTION

YEAR 1 YEAR2 YEARS3
1,060,000 1,102,500 1,157,625
102,585 105237 107,957
152,303 154,640 157,014
72,978 74,008 75,236
11,843 12,455 13,089
17,764 18,683 19,633
11.66% 12.08% 12.50%
109,150 110,826 112,527
119,304 121,136 122,964
0 0 0
0 0 0
0 0 0
0 0 o
11.66% 12.08% 12.50%
102,585 105,237 107,957
0 0 0
102,585 105,237 107,957
11,843 12,456 13,089
17,764 18,683 19,633
11.66% 12.08% 12.50%
100,150 110,826 112,527
119,304 121,136 122,994
0 0 0
0 0 0
0 0 0
0 0 0
11.66% 12.08% 12.50%

YEAR 4

$0.08111
1,215,606
110,748

169,424
76,391

13,743
20,614
12.93%

114,264
124,882

$0.09111
110,748
0
110,748

13,743
20,614
12.93%

114,254
124,882

QOO0

12.93%

YEAR §

$0.08902
1,276,282
113,611

161,871
77,563

14,419
21,628
13.36%

116,008
126,799

$0.08902
113,611
0
118,611

14,419
21,628
13.36%

116,008
126,799

5 YRAVG

12.32%

12.32%

12.32%

12.32%



SUMMARY RORS
ASSUMPTIONS:
YR1 YR2
Company productivity %
Operating expenses 0.045 0.045
investment 0.045 0.045
Demand Growth % 0.05 0.05
Inflation 0.03 0.03
Sharing/productivity matrix
productivity: 0.035 0.04
Sharing Zone 1 0.1165 0.1205
Sharing level 1 0.75 0.5
Sharing Zone 2 0.1245 0.1325
Sharing level 2 1 1
LFAM 0.1025 0.0925
PRESHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 11.66% 12.06%
W/ADDBK 11.25% 11.66% 12.07%
MIDDLE PROD
W/O ADDBK 11.25% 11.45% 11.66%
W/ADDBK 11.25% 11.45% 11.66%
HIGH PROD
W/O ADDBK 11.25% 11.25% 11.25%
W/ADDBK 11.25% 11.25% 11.25%
POSTSHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 11.65% 11.76%
W/ADDBK 11.26% 11.65% 11.75%
MIDDLE PROD
W/OADDBK 11.25% 11.45% 11.66%
W/ADDBK 11.25% 11.45% 11.66%
HIGH PROD
W/O ADDBK 11.26% 11.25% 11.256%
W/ADDBK 11.25% 11.26% 11.25%

YR3

0.045

0.045
0.05

0.03

0.045
0.1425

0.1825

0.0825

YR3

1217%
12.47%

11.86%
11.86%

11.25%
11.25%

YR3

12.08%
11.85%

11.86%
11.86%

11.25%
11.26%

YR4
0.045
0.045

0.05

0.03

YR4

12.50%
12.87%

12.07%
12.07%

11.25%
11.25%

YR4

12.23%
11.85%

12.06%
12.06%

11.25%
11.25%

YRS
0.045
0.045
0.05
0.08
YR5 5 YR AVG
12.66% 12.08%
13.27% 12.30%
12.27% 11.78%
12.28% 11.78%
11.256% 11.25%
11.26% 11.26%
YR5
12.48% 11.93%
11.85% 11.71%
12.17% 11.76%
12.16% 11.76%
11.258% 11.25%
11.25% 11.25%



SUMMARY RORS
ASSUMPTIONS:
YR1 YR2
Company productivity %
Operating expenses 0.05 0.05
Investment 0.05 0.05
Demand Growth % 0.05 0.05
inflation 0.03 0.03
Sharing/productivity matrix
productivity: 0.085 0.04
Sharing Zone 1 0.1165 0.1205
Sharing level 1 0.75 0.5
Sharing Zone 2 0.1245 0.1325
Sharing level 2 1 1
LFAM 0.1025 0.0925
PRESHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 11.86% 12.32%
W/ADDBK 11.26% 11.86% 12.48%
MIDDLE PROD
W/O ADDBK 11.25% 11.66% 12.07%
W/ADDBK 11.25% 11.66% 12.07%
HIGH PROD
W/O ADDBK 11.28% 11.45% 11.66%
W/ADDBK 11.25% 11.45% 11.66%
POSTSHARING ROR YRO YR1 YR2
- LOW PROD
W/O ADDBK 11.25% 11.70% 11.97%
W/ADDBK 11.25% 11.70% 11.85%
MIDDLE PROD
W/OADDBK 11.25% 11.66% 12.06%
W/ADDBK 11.25% 11.66% 12.06%
HIGH PROD
W/O ADDBK 11.25% 11.45% 11.66%
W/ADDBK 11.25% 11.45% 11.66%

YR3
0.05
0.08
0.05

0.03

0.045
0.1425

0.1825

0.0825

YR3

12.80%
13.08%

12.48%
12.49%

11.87%
11.87%

YR3

12.34%
11.85%

12.27%
12.27%

11.87%
11.87%

YR4
0.05
0.05
0.05

0.03

YR4

12.98%
13.69%

12.69%
12.90%

12.07%
12.07%

YR4

12.58%
11.856%

12.58%
12.47%

12.07%
12.07%

YRS

0.05

0.05

0.05

0.03

YR5 5§ YRAVG
13.24% 12.41%
14.29% 12.83%
13.01% 12.22%
13.31% 12.31%
12.28% 11.78%
12.28% 11.78%

YRS
12.95% 12.16%
11.85% 11.73%
12.84% 12.14%
12.65% 12.08%
12.28% 11.78%
12.28% 11.78%



SUMMARY RORS
ASSUMPTIONS:
YR1 YR2
Company productivity %
Operating expenses 0.055 0.055
Investment 0.085 0.055
Demand Growth % 0.05 0.05
Inflation 0.03 0.03
Sharing/productivity matrix
productivity: 0.035 0.04
Sharing Zone 1 0.1165 0.1205
Sharing level 1 0.75 0.5
Sharing Zone 2 0.1245 0.1325
Sharing level 2 1 1
LFAM 0.1025 0.0925
PRESHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 12.07% 12.58%
W/ADDBK 11.25% 12.07% 12.89%
MIDDLE PROD
W/O ADDBK 11.25% 11.87% 12.49%
W/ADDBK 11.25% 11.87% 12.49%
HIGH PROD
W/O ADDBK 11.25% 11.66% 12.07%
W/ADDBK 11.256% 11.66% 12.07%
POSTSHARING ROR YRO YR1 YR2
LOW PROD
W/O ADDBK 11.25% 11.76% 12.16%
W/ADDBK 11.25% 11.76% 11.85%
MIDDLE PROD
W/OADDBK 11.25% 11.87% 12.27%
W/ADDBK 11.25% 11.87% 12.27%
HIGH PROD
W/O ADDBK 11.25% 11.66% 12.07%
W/ADDBK 11.25% 11.66% 12.07%

YR3

0.055

0.085
0.05

0.03

0.045
0.1425

0.1825

0.0825

YRS

13.01%
13.71%

12.90%
13.11%

12.49%
12.49%

YR3

12.57%
11.85%

12.69%
12.58%

12.49%
12.49%

YR4
0.055
0.055

0.05

0.03

YR4

13.44%
14.52%

13.33%
13.74%

12.92%
12.92%

YR4

12.98%
11.85%

13.06%
12.65%

12.92%
12.92%

YRS
0.0585
0.055
0.05
0.08
YRS 5 YR AVG
13.87% 12.74%
15.33% 13.35%
13.72% 12.63%
14.36% 12.85%
13.34% 12.32%
13.34% 12.32%
YRS
13.40% 12.38%
11.85% 11.74%
13.32% 12.44%
12.65% 12.23%
13.34% 12.32%
13.34% 12.32%



SUMMARY RORS
ASSUMPTIONS:
YR1 YR2 YR3 YR4 YRS
Company productivity %
Operating expenses 0.06 0.06 0.06 0.06 0.06
Investment 0.06 0.06 0.06 0.06 0.06
Demand Growth % 0.05 0.05 0.05 0.05 0.05
infiation 0.03 0.03 0.03 0.03 0.03
Sharing/productivity matrix
productivity: 0.035 0.04 0.045
Sharing Zone 1 0.1165 0.1208 0.1425
Sharing level 1 0.75 0.5 0
Sharing Zone 2 0.1245 0.1325 0.1825
Sharing level 2 1 1 0
LFAM 0.1025 0.0925 0.0825
PRESHARING ROR YRO YR1 YR2 YR3 YR4 YR5 5 YR AVG
LOW PROD
W/O ADDBK 11.25% 12.28% 12.85% 13.39% 13.93% 14.49% 13.06%
W/ADDBK 11.25% 12.28% 13.32% 14.35% 15.37% 16.40% 13.88%
MIDDLE PROD
W/O ADDBK 11.256% 12.07% 12.90% 13.34% 13.94% 14.21% 12.98%
W/ADDBK 11.25% 12.07% 12.92% 13.75% 14.59% 15.43% 13.38%
HIGH PROD
W/O ADDBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%
W/ADDBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%
POSTSHARING ROR YRO YR1 YR2 YR3 YR4 YR5
LOW PROD
W/O ADDBK 11.25% 11.81% 12.31% 12.83% 13.36% 13.90% 12.60%
W/ADDBK 11.26% 11.81% 11.85% 11.85% 11.85% 11.85% 11.75%
MIDDLE PROD
W/OADDBK 11.256% 12.06% 12.49% 13.07% 13.32% 13.92% 12.71%
W/ADDBK 11.25% 12.06% 12.48% 12.65% 12.65% 12.65% 12.30%
HIGH PROD

W/O ADDBK 11.25% 11.87% 12.50% 13.13% 13.78% 14.44% 12.86%




